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The Qctober 1997 United States visit and summut between Chinese President Jiang Zemin and US
President William J Clinton yielded concentrated, daily, and prominent debate on the status of US-China
relations Despite ongoing mvestigation into Democratic National Committee soft money practices, and
the criicism that “Chinese campaign money may be influencing US policy,”! the President stands firmly
by his 29‘May 1997 decision to continue China’s Most Favored Nation (MFN) Status warver” and a more
moderated approach to US-China relations US-China policy crtics, such as Bill Bauer, president of the
Washington DC based Family Research Councl, mounted a prominent campaign during the week of the
summt Citing continued human nights violations, religious persecution, trade inequities, and intellectual
property nghts differences as overwhelming justification for MFN revocation, critics, including Congress,
called fo; atougher stand The opposition repeatedly raised the 1ssue of US policy towards China, and the
US Prestdent, as being subservient to big business and political monetary gain rather than national interest
or pnnciple It 1s this 1ssue that ments further investigation

This discussion will examine recent developments in US policy toward China and evaluate that policy in
terms of US prionties and interests Through evaluation of the benefits and costs of both sides of the
human néhts, economuc relations and trade arguments 1t will be seen whether the current foreign policy
towards China reflects a process sound in implementation or unduly flawed through pohtical and monetary
influence
Background on Most Favored Nation Trading Status and China

In the world of international trade the awarding of the designation of “most-favored- nation” status
implies more 1n the terminology than 1s actually accomplished Though the implication might seem that a
particular country 1s being favored, or singled out, for particular concessions not granted elsewhere, this 1s
not the case MFN status merely grants, to all trading partners designated MFN, the benefit of reduced, or
“MFN Rates” on goods imported by the country recogmizing the trading partner as an MFN nation.?

As a result, and as described by Alan P Larson, Assistant Secretary for Economic and business affairs,
during remarks before the US China Business Council, 5 June this year
It 1s normal trade relations--ordinary tanff treatment we accord to almost all countries 1n

the world because we believe that free and fair trade 1s the foundation for peace and
prosperty, and frequently democracy as well
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In practice the United States has granted such status, a matter of statutory policy® to almost all trading
partners Currently only seven countries do not carry this status with the United States > China was granted
MFN st:atus m 1980 following a September 1951 suspension enacted by President Truman Status was
restored m 1980, under conditional terms set under title IV of the 1974 Trade Act, including the Jackson-
Varmk freedom of emugration amendment This amendment provided onginally for the 1ssue of Soviet
Jewish emigration but was expanded to China as a “non-market economy” nation The amendment, and a
second title IV provision permuts the US President to establish MFN status on an annual basis if that
nation does not deny citizens the right to leave its borders, does not establish unusual taxes on emigration
or emigration documents, and does not excessively tax citizens who make known their desire to leave that
nations ?orders 6 Addmonally the nation must reciprocate MFN status to the US, have a completed
b11ateral;trade agreement with the US, and have these provisions approved by congressional joint
resolution

Following the June 4 1989 Tianamen Square student demonstration and massacre, MFN status was
revoked until 1993 when then President William J Chnton enacted additional human rights conditions to
tentative 1994 MFN approval for China Clinton reversed this policy 1n 1994 and supported conditional
MFN status using only the freedom-of-emigration requirement, divorcing the human rights agenda from
nondiscniminatory status This action sparked congressional resolutions to restrict China’s position but the
effort was unsuccessful © MFN status was once again approved by the President on May 29, 1997, and
again, jomt resolutions to restrict status followed, but were subsequently defeated 1n June of this year
MFN Status and Congressional Concern

The opposition of many m Congress to a broader approval of China’s MFN status may be more related
to 1ssues of constitutional power leverage between the legislative and executtve branches rather than
ideology'based argument Congressional opposition has, 1n recent years, carried the banners of

China’s violation of human nights in general, 1ts unfair trade practices and obstacles to
market access, lack of legal and regulatory transparency, large and growing US trade
deficit with China China’s uncooperative attitude i weapons and nuclear proliferation,
and more recently, the alleged questionable donations to the Democratic National
Commuttee

This particular approach may indeed be a congressional attempt to continue to exert, and not weaken,

further congressional influence over foreign policy in general, and on China n particular Such opponents



recall the 1990 Bush administration action against Chinese trade barners, calls for action to protect
intellectual property nights, prison labor export controls, and action on textile transshipments These actions
were sparked pnmanly by congressional threat to condrtion or restrict the MFXN status of China and
resulted m trade agreements i all four areas ° To the scholars of Article I section VIIL and Arucle II of the
US Constitution this potential loss of influence represents a deeper 1ssue not of foreign policy but of proper
execution of the system of proper balance and oversight between the branches To reinforce this position,
begmmné November 5% the House will consider mne bulls, all covening 1ssues outside of the current
boundaries of the 1974 Trade Act. Part of a “Policy for Freedom™, this package is designed to provide
congresstonal offset to what has been described as a “carrots only” policy on the part of this administrauons
handling of China *°

Cntics of the congressional influence position no longer believe that mantpulation of China’s MFN
status 1s effective n the foreign policy arena and 1s not regarded as a serious threat 1n hght of current US
China trade It 1s doubtful that US allies would support the move 1n kind, (the US 1s the only nation which
currently conditions MFN status with China'"), therefore weakening overall the US position  Additionally
the use of conditions not within the bounds of the existing title IV of the 1974 Trade Act (freedom of
emugration) to restrict trade status make such action on less than firm legal ground, unless legislative
change 1s made to the act itself Lastly the removal of MFN status would have immediate domestic impact
US tanffs on Chinese imports would climb from an average of 6% to 45%'2 on over 95% of US imports
from China, and result in potential increases 1n prices of $27-529 billion to be absorbed by US consumers
These products would fall into the “low margin, moderately priced consumer goods (certain clothing,
footwear, household electrical and electronic products, toys etc ), of which China 1s now a substantial
supplier, and some which may even-at least temporanly- become priced out of the US market ”** Such
action would not only place US consumers at a disadvantage, but alter the complexion of a necessary long
term strategy for relations with Chuna While Secretary of State Madeline Albright has continually
cautioned 1n multiple forums that relations with China will never be “normal” until progress 1s made m
areas lnclqung human nights, National Secunity advisor, Samuel R. “Sandy” Eerger has also warned that
severing trading ties with China would not be wise “  we cannot 1solate China, we can only 1solate

ourselves from China ”%*



US-Chiqa Economic Relations and Trade

With a quarter of the world’s population, China represents a huge market segment for US goods and
services with a dynamic potential for economuc growth World Bank figures predict an 8%-10% rate of
growth until the new century and an output to reach $10 trllion around 2050 16 During the tenure of its
current President, Chuna has expenienced growth of some 12% per year with a $130 billion of foreign
exchange reserves To reach a middle income level (China still holds some 300 nullion citizens with an
average income of a dollar a day) China must maintain good economic growth for the next 25 years '’

In ter?ns of US trade, some $63 5 billion changed hands in 1996 making China the 4™ largest trading
companion with the US while at the same time resulting mn the second largest trade deficit at around $40
billion, second behind Japan ' 6 5% of US imports are products of China, with manufactured stems such
as toys and games, shoes and clothes, and electronic items accounting for about 2/3 of the total China
imports to the US  US exports to China fall largely 1n the transportation, machinery, and textile area

Cntics of the trade deficit place 1ts ongin 1n the unfair trade practices and barriers 1n place n the Peoples
Republic: Supporters cite numerous economic reforms and open investment practices which need time to
effectively take hold While China currently faces several 1ssues which hold back 1ts economuc progress
(infrastructure bottlenecks, uneven growth, money losing state owned enterprises, and excessive

government control™

) China has enacted steps to resolve US concerns

In respbnse to accusations of encouraging violations of US ntellectual property rights (IPR), (trade
secrets, copynights, patents and trademarks), and maintaining trade barmiers which promote piracy, China
signed a formal IPR agreement with the United States in February of 1995 ¥ This agreement stressed
better enforcement as well as opening trade barners to those products more likely to be pirated if demued to
the population In the annual report released by the US Trade Representative (USTR) 1 April 1997, China
was recogmzed as having made significant progress in the IPR protection area, including the closure of at
least 39 “underground facilities” manufacturing tems such as CDs %!

In the trade barner arena China announced n September of this year to reduce the average tanff rate of
23% to 17% and to restructure state owned enterpnises to reduce the loss of revenue Again the USTR have

recogmzed the progress of the Chinese government 1n that trade 1s more “transparent”, tanffs are lower,

and quotas and licensing restriction are almost non-existent However overall tanff rates remam higher



than average and some new restrictions outside of tanffs have been introduced In addition restrictive
sanutary rules on imported food items still remamn

In February of thus year China signed a new four-year textile agreement to maintain quota levels and
reduce circumvention of quotas by creative shipping Prison labor products will also not be exported to the
US under an August 1992 agreement effectively enforced 1n recent months to avoid US criticism

In terms of the recent summut, efforts to continue a favorable and long-term trade relationship were
certainly in evidence A $3 billion deal to purchase some 50 jet arrcraft from Boeing was signed during the
visit, and a 12 year embargo on US sales of nuclear powered equipment to China was hifted ® Both events
signify increased long-term commitment to effective trade policies n light of China’s mcreased effort to
satisfy US concerns Simply put, the evidence suggests that China must continue a good relationship with
the US f’or continued economic benefit and to reach 1ts economic potential The US, in turn, must continue
to be able to engage China over a long period if 1t wishes to favorably influence that country in terms of
mternal politics through diplomacy, and take advantage of an expanding trading partner Though not fully
in comphance with US desires, the attitude of Chinese leaders to alter current policies 1s at an
unprecedented level unseen by US policy-makers 1n the period since Tianamen Square **
US Business Investment Influence

Fueling the debate that the President should “ assert American values instead of merely groveling for
dollars”zs 1s the multi-mullion dollar lobbying operation underway by American business to prevent future
trade barrters 1n hight of China’s past record on numerous 1ssues Both Henry Kissinger and Alexander
Haig hold primary positions in the effort to influence trade policies favorable to Chuna  Kissinger has as
client the American International Group, a $26 billion dollar orgamization spearheading the effort of the
Business Coalition for US-China Trade Along with corporate giants such as Boeing, Motorola, General
Electnic and IBM, they have mounted a multi-million dollar effort to reap favorable market conditions
Haig represents United Technologies and has brokered some dozen jet engine and elevator joint ventures in
China % Not just an inside the beltway effort, the lobby has funded a massive PR campaign to improve
China’s image 1 public schools and has formed the US-China Education Foundation to better commercial

relattons 'with the Peoples Republic  Attendance at the state dinner held during Jiang’s visit would indicate



the lobby was more than successful with 41 of 125 guests being semior captains of US industry with an eye
on new Chinese markets ” Of those 41 ten were of the top 20 members of the China lobby
In terms of Chinese influence with soft money campaign contributions, the panel chaired by Senator
Fred Thompson recently recessed with no compelling evidence that the contributions channeled through
John Huang were prohibited or resulted 1n any direct presidential influence In fact 1t appears as if the
Chinese were merely attempting to raise their participation to the same level as that of competitor Taiwan
Some scholars have stated China was merely copying the techniques of their rival and the effort was aimed
more at Congress than the President 2® In terms of soft money contributions the top 20 compames nvolved
1n the China Lobby have worked both sides of the 1996 campaign with some $3 9 mullion for democrats
and $8 9 mullion for republican coffers collectively * Numbers not unusual 1n hight of modern campaign
costs
China, US Interests and Regional Security
With some 100,00 US servicemen in the Asia-Pacific region, the US remains commuitted to the

stability and security of a potentially volatile and key region In the months prior to the arrival of President
Jiang, N‘atxonal Security Adwvisor “Sandy “ Berger, Secretary of State Madeline Albright, and Alan Larson,
Assistant Secretary for Economic and Business Affairs, were unified 1n public recognition of the Chinese
contribution to security in the region, particularly in matters dealing with the Korean peninsula A June
1997 State Department Fact Sheet outlines the contributions of China to stability in the region

China plays a key role 1n regional security issues, including resolving the North Korean

nuclear issue, reaching a peaceful settlement of the terntonal dispute over the South

China Sea and Spratly Islands, and building democracy and peace in Cambodia The

United States supports China’s active participation in evolving regional security

gls;z:‘xjc;ns, most prominently the ASEAN Regional forum and Northeast Asia Security

Further

China 1s a signatory to the Nuclear Non-Proliferation Treaty, signed the Comprehensive
Test Ban Treaty m 1996, ratified the Chemical Weapons Convention 1n April of 1997,
and has banned the exports of MTCR-class intermediate and long range missiles In May
1995, China voted 1n favor of indefinite extension of the NPT, a top prionty in US

foreign policy
The announcement of China’s pre-summit agreement to end nuclear cooperation with Iran and himit its
arms exports with that state®® further underscore the commitment China 1s making for long-term relations

and cooperation by supporting US security interests Critics underscore the past suspected use of exported



technology for mulitary use, to date under investigation and unproven, and the possibility that Chinese
concessions are merely a tactic to gain favorable admission to the World Trade Orgamzation.
Human Rights

China’s human nights record remains the most contested and controversial area of debate within the
informed public and policy elite Pre-summut press highlighted dissidents We: Jingsheng, Wang Dan, and
L Xiaobo, and mentioned some two thousand other imprisoned citizens who crossed the poliical line
through ;:ntlcxsm of the authority of the Communst Party *' Citing cultural differences and interpretations
of the te@ “human nights” during a breakfast debate with some fifty congressional leaders, President Jiang
related that fundamental rights “provide for food and shelter, not the nght to political dissent *** Though
encouraged, the congressional delegation was not overly optimistic on speedy resolution of this continuing
issue During the breakfast Jiang denied political and religious persecution, sale of organs from prisoners,
and force“d abortion Earher n the week, Jiang had commutted China to being a signatory on the UN
covenant on economic, social and cultural nights but again would not move on the 1ssue of the dissidents
claiming they had violated criminal laws 1n China ** The actual numbers of citizens currently held 1s
speculative and the US remains concerned about Chinese practices

¢Mna denies or curtails basic freedoms to 1ts citizens, including freedom of speech,
association, and religion The government mantains an autocratic one-party state that
tolerates no orgamzed opposition Authorities continue to engage in extra-judicial arrest
and detention of political and religious activists, and to restrict the free practice of
religion **

China has made gradual improvements in this area, though not yet to the satisfaction of groups such as
the Farmly Research Council Supporters of a more moderate policy cite China’s recent legal reform effort
granting citizens broader relative freedoms including the 1997 amendment to the Ciminal Procedures
Law, imposing limits on detaining suspected criminals, and the 1994 State Compensation Law, pernutting
citizens to sue the government for damages ** Without a favorable relationship with China on other
grounds, many contend that such progress would be non-existent Dunng the debate over MFN status
Madeline Albright, made President Clinton’s intentions clear, “If we can have a good trade relationship
with China, 1t creates an atmosphere where 1t 1s more likely that human rights and political freedom will be

respected in China "3 Conunuing the flow of information on western culture, 1deas and business practices

expose the Chinese to accepted international standards that will have an impact on the current societal



structure  Reformers in the Communnst party leadership have already accomplished strides in freedom of

movement, employment choice and housing and informational access Village elections are now the norm
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such reforms falls short of the mark for some In response to this criticism, Willilam Buckley was quick to
point out that “In a country where 1t took several hundred years to end slavery and to grant the nght to vote
to women, declaring an eight year policy in China a fatlure seems premature 38
Conclusions

President William J Clinton has consistently supported MFN status for China as part of a long term
strategy to enable a policy shift from one based primarnly on human nights following the Tianaman Square
incident, to a more inclusive policy based first on security, then economucs, and lastly human nghts This
policy shuft followed a surtable period of US backed “behavior modification,” enabled the documentation
of progress in China, and permutted the selling of the policy from vanious administration avenues The
background of the US-China summut served as the ideal setting to place the group of 1ssues before the
Amencap people, the Congress, and business, and formally announce the new policy through action, and
inter-action with the Chinese President

The first indication of a possible China shift came with the President’s de-linking the 1ssue of human
nghts with the conditions under which China would be permutted conditional MFN status With only the
strict imits of the 1974 Trade Act as pnimary legal source of opposttion, the move enabled the President to
maintain favorable relations with China while at the same time gauging the level of resistance 1n the
Congress When congresstonal resolution failed, the President then better understood the obstacles, or lack
of, that he would face

In granung conditional MFN status once again m March of 1997, the President was using the vehicle to
gain future concesston with China 1n terms of US security mterests, while at the same time mamntaimng an
improving domestic economy Realizing the potential cost to US citizens n product costs, loss of Chinese
imports, and the possible loss of US jobs providing exports to China, the rationale was sound The
adcitional nisk of losing Chinese cooperation, for any period, in terms of the situation on the Korean

peninsula, and n the attempt to reduce supply of rogue states like Iran with nuclear materiel and arms, was



not worth the nisk to US interests In light of MFN status as reflecting international business norms, and the
improbable support on the part of other nations trading with China, MFN revocation showed little promise
for altering the internal policies of that nation As was stated many times during the visit and summut, this
1s an area where the US and China wiil continue to differ, based on the vanances in western and eastern
cultural onentations

Just prior to granting MFN status, a joint business and executive branch campaign was launched to
present q:mna in a more favorable light Alan Larson, Madeline Albright, “Sandy” Berger all contributed
to the telling of the new message The message was clear, while human nghts were certainly not
abandoned, the successful conversion of the Chinese required long-term engagement, and American values
and western norms could only be understood 1f an open and successful trading relationship continued
With the National Security Adwisor, the State Department, and business, spreading the message, the
President himself was gaiming support through meetings with key hill influences including Newt Gingrich
with positive result

The announcement by China, Just prior to Jiang’s visit to the US of the cessation of relations with Iran in
the export of nuclear technology and certain weapons was certainly beneficial to the new Clinton policy
Chuna was seen as sacrificing a source of energy and trade to pave the way for a long-term relationship with
the United States The US was seen to benefit relative to nuclear proliferation goals, and 1n terms of
regional stability, this time mn the Persian Guif region US trade was again benefactor as US reactor
technology exportation would result m some $50 billion n business ** China also agreed to the presence of
the Drug Enforcement Agency 1n China to assist in US drug policy and continued future visits Sharing the
front page with the agreement story, Clinton’s commitment to human rights was again present but 1n a less
forcetul manner His visit to Voice of America made clear a human rnights concern, but also referred to the
“unworkaple, counterproductive, and potentially dangerous” result of the 1solation of Bejing on solely a
human rights agenda

In terms of human rights, the President continued to maintain the position for improvement in China but
altered the tone of the argument Instead of denying China a market for trade to fluence 1ts policies, the
US would now use trade as a vehicle to influence positive change Jiang’s presence 1n the US permutted the

Chrnese leader to offer that nations perspective directly, a perspective that holds a different meaning m



terms of human nghts and democracy, and demands, as the US would, dialogue based on a non-

interference basis  Jiang’s breakfast with congressional leaders also permutted the direct interaction on
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basis for understanding what 1s acceptable in terms of China’s leadership for future discussion on the

agenda gf human nghts Jiang made clear that any alteration would be made on China’s schedule not one
established by the US, and that China stands by past decisions in regards to mternal control As the week
progressed some indication was made of a degree of error in the Tianamen Square incident, but no move to
soften the position on Chinese dissidents was ever suggested ** Jiang reinforced the position of the US
President that change would not be a swift 1ssue, and both leaders eagerly sought to promote the security
1ssues agreed upon during the summut  As the visit continued protest did occur against China’s policies but
the majonity of critics fell into the special interest category, and not within the Congress

In terms of the President’s motivation relative to campaign contributions from China or the private
sector, the evidence 1s not there The Senate committee on Campaign Finance Reform did not reveal any
smoking guns, and has recessed rather quietly Certainly the practice of lobbying occurred and the
donanon‘s from the business of the China lobby are significant However, the motivation to court business
1n this case 1s not to promote or develop policy to the benefit of the private sector, but to use the private
sector to ‘successfully execute the national policy In a summut where security dominated the discussion,
the altem\atlve theory politicizes the 1ssue of campaign finance reform, not US policy on China

The st‘xpport of the President for MIFN status with China 1s but one of the steps utilized to redefine this
nation's national security policy toward the Peoples Republic of China In a process not cleanly defined,

|
we have seen the sometimes difficult, and complicated maneuvers of almost four years necessary to enact

what rméht be described by some as a simple position The President effectively conceptualized the new
policy, th"en used multiple avenues to communicate and build consensus in Congress, and confidence in
business, “to see the policy through In the recent months following the 1997 approval of MFXN status, the
president retailed the new policy himself, through the State Department and National Security Advisor, as
well as th‘xough the private sector Finally, despite attempts to derail the policy by special interest groups

and some congressional objection, he successfully executed the policy against the backdrop of the China-

US summit The system, for all its disadvantages, has agan proven viable

10
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